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INTRODUCTION
Expenditureoneducationisveryoftenjustifiedonthegroundsthatit isthe
meansof providingequalityof opportunity.Actually,atleastworelatedfactors
preventeachchildfromgettinganequalchanceto flourishacademically.Firstly,
in a dualsystemof education,eliteprivateschoolscoexistwiththeoftensub-
standardgovernmentschools(urbanand rural)and privateschools.Entrance
intotheeliteprivateschoolsisbasedoninfluenceorwealth.Therecipientsof this
schoolingarepreparedfor bettercareers,withacquiredabilityandcontactspaving
theway.
Secondly,in the existingsocialstructure,the poorarenot ableto take
advantageevenof existingfacilities.Whilewealthyandeducatedparentsarelikely
to takean interestin theirchildren'seducation,to providea stimulatinghome
environment,andto instilintothemthevalueof education,thepooroftenwith-
drawtheiroffspringfromschoolnotonlyto avoidschoolingexpensesbutalsoto
maketheoffspringsupplementmeagrefamilyincomesthrough(menial,low-paid)
jobs.Evenif someoffspringsof poorparentsomehowmanageto completeschool
education,theirmotivationfor furthereducationisoftenbluntedbythediscrimina-
tiontheyobserveinthelabourmarket.
Wementionthisemphaticallybecausethesecondarypublishedatawerelied
on for our analysisrequiredus to takethe presenteducationsystemasgiven.
Naturally,theconclusionswedrewfromsuchananalysisdidnotconcerntheabove-
mentionedprincipalissues,whicharewidelyknownbutrepeatedlyoverlooked.
Thispapermainlyanalysestheprioritiesandperformanceofpublic-sectoredu-
cation,usingdataon provincialeducationalexpenditureoverthepastdecadeto
determinethe'efficiency'of bothadministrationa dresourceusein theeducation
sector.However,theproblemin suchanassessmentis hatthereis nostandardby
*ResearchEconomist,ResearchDemographerandStaffEconomist,respectively,atthe
Pakistan Institute of Development Economics, Islam,abad(Pakistan).
414 Khan,MahmoodandSiddiqui PublicSectorEducationinPakistan 415
whichto measurefficiency.Becauseof thisconstraint,wedecidedtomakeacom.
parativestudyof the performancesof the public-sectoreducationin the four
provincesof Pakistan.Sinceeducationis in largepartaprovincialresponsibility,
suchananalysisis usefulfor providingfeedback,to theprovincialadministrations,
of relativestrengthsandweaknessesof theireducationalsystem.Also,dramatic
differencesin prioritiesandperformanceamongprovincesprovideusefulinsights,
and,moreimportantly,raisemanyquestionsfor planners.Suchananalysisisalso
necessaryforoverallresourceallocation.Asabackground,wealsogiveanaccount
of theeducationaldevelopmentoverthepastdecade.In doingso,weoftendivide
thedatato correspondwithplanperiodstoseeif andhowthedatareflecthechang-
ingpriorities.
Ouranalysisfocusesonprimaryandsecondaryschooling,partlybecauseof the
importantfindingthatprimaryeducation,followedby secondaryeducation,shows
the highestsocialandprivateratesof return. Theoft-statedgoalof plannersto
attainuniversalliteracycouldalsobe assessedfromtheprioritiesgivento these
twolevelsof education.
III. PROVINCIAL DEVELOPMENTEXPENDITUREPATTERNS
II. THE NATIONALANDPROVINCIALEMPHASISONEDUCATION
In theprovinces,thepatternofeducationaldevelopmentexpenditureoverthe
lastdecaderevealsaverynoticeablestructuralchange.In the1970-78period,the
provincialemphasisn termsof developmentexpenditureallocatedto thedifferent
levelsof educationwasdiverse.Baluchistandidnothaveamarkedemphasisonany
onelevel,whiletheNWFP'swasonprimaryeducation,Sind'swasontechnicalnd
professionaleducation,andthePunjab'swasonsecondaryeducation.
Duringthe Fifth Plan period(1978-83),theexpenditureon primaryedu-
cationand,to a lesserextent,onsecondaryeducationshowedadramaticriseinall
theprovinces.In fact,exceptin Baluchistan(whichreceivedthelargestfundsfor
secondaryeducation),primaryeducationclaimedthehighestpriority,withsecond-
aryeducationfollowingit (Table1). Estimatedfromthefiguresin Table1,these
twolevelsof education,onanaverage,absorbed31percentof thetotalprovincial
developmentexpenditureascomparedwith14percentand19percent,respectively,in
theAnnualPlanperiod.Thisshiftcorrespondedwiththeprioritiesoutlinedin the
FifthPlan[10,Chap.20,pp.7-8].
Theothermajorobjectiveof theFifth Planwasto curtailexpenditureon
universityeducation.TheSixthPlanemphasizestheseobjectivesalso,specifically
mentioningthe needto remedythe"invertedpyramidsyndrome"[11,p. 338].
However,ourestimatesindicatethatuniversityexpenditurehasgoneup froman
averageshareof 17.5percentto thatof about19percentin thetotaldevelopment
expenditureon education.For otherlevelsof education,therehasbeena fall in
expenditurein allcases.Thisfallis significantinthecasesof technicaleducationi
Sindandcollegeducationi Baluchistan.
Thebroadorientationof theeducationalphilosophyof thetwoplansappears
to havea soundeconomicfooting;for asTable2 indicates,in developingcountries
thereturnstosocietyfrominvestmentineducationarehighestinprimaryeducation,
secondhighestinsecondaryeducation,andlowestinhighereducation.
Thisevidenceis supportedby theratesof returnscomputedforPakistanby
Hamdani[3, p. 156]. A 1974studyconductedfor theBureauof Educational
Planningshowedsimilaresults[8,pp.28-29].In bothcases,theresultswererobust
inthattheywereinsensitiveto largechangesin thedataunderlyingthecalculations.
I. EDUCATIONALDEVELOPMENTIN SOUTHASIA AND PAKISTAN
A generalappraisalof educationalperformancein SouthAsia revealsthat
despiteanotherwisereasonable.l velof socio-economicdevelopmentachievedover
the lastdecade,Pakistan'srelativepositionin educationhasdeterioratedcompared
to its fiveneighbouringcountries.Statisticsonenrolmentsandpublicexpenditure
indicatethatit movedfromthethirdpositionin 1970to thefifthin 1980.Among
thesecountries,Pakistanhadthelowestpercentage(4.6%)of totalgovernmentex-
penditureon educationin 1980- thisdespitethefactthatthecountriesusedfor
comparisonthemselvesrankamongtheleastdevelopedcountries.
Internally,insectoralresourceallocations,Pakistan'seducationalsectoranked
seventhin alltheFive-YearPlanperiods.TheNWFP,SindandthePunjabgovern-
mentsallocatedabout10percentof theirbudgetsto educationin theFifthPlan
period.Although,exceptin Sind,provincialallocationsto theeducationalsectors,
comparedwiththosein theFifthPlanperiod,havedeclined,theamountsallocated
docomparefavourablywiththeaverageoverallbudgetaryallocationsforeducation
in SouthAsiancountries.Baluchistan'semphasisoneducationisthelowest;itsallo-
cationisone-halfof thatof theotherprovinces.However,theprobleminBaluchis-
tan,judgingfromitslowstudent/institutionratios,islikelytobeonthedemandside
ratherthanonthesupplyside,foradequateeducationalfacilitiesalreadyexist.
IV. FINANCINGOF EDUCATION
An emphasison primaryandsecondaryeducationalsohelpsin attainingthe
statedgoalof universalliteracyby castingwidetheeducationalnet. It will be
Sociallyproductiveasit wouldhelpto reachalargetalentpool,andit will alsobe
SOciallyequitablein that it woulddrawthe poor into the educationalsystem.
However,thereareatleastworeasonstobelievethattheequityobjectiveisperhaps,
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Source: PlanningCommission[9]
Note: Columnsdonot addto onehundredbecausethemiscellaneouscategoryhasbeenleft out.
- = Datanotavailable.
a = Averageexpenditurefortheperiod(inpercentage)
b = Standarddeviation.
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Table1 -0\
AveragePercentageDistributionofDevelopmentExpenditureonEducation
Punjab Sind NWFP Baluchistan
Headof
Expenditure 1972-73- 1977-78- 1972-73- 1977-78- 1972-73- 1977-78- 1972-73- 1977-78-
1977-78 1982-83 1977-78 1982-83 1977-78 1982-83 1977-78 1982-83
PrimaryEducation
a 13.2 29.3 10.5 30.3 22.2 46.5 10.5 19.7
b (8.90) (13.98) (8.91) (9.83) (11.99) (4.41) (9.18) (7.20) '",;:s
SecondaryEducation ::.-:!
21.0 24.7 11.3 21.7 17.8 23.8 25.0 29.7 0a c
b (7.10) (11.2) (6.47) (5.46) (7.25) (6.79) (31.03) (10.27)
'"
;:s
t')
Teachers'Training
.c:;'
a 6.8 4.8 1.7 7.3 2.0 3.7 7.8 13.5 E.
b (5.08) (5.04) (8.71) (10.88) (0.89) (1.51) (2.40) (8.S5)
TechnicalEducation
a 14.8 11.8 32.3 14.2 8.7 6.5 3.8 3.5
b (5.08) (5.04) (8.71) (10.88) (2.73) (1.64) (7.49) (4.59)
CollegeEducation
a 9.8 8.0 12.0 14.8 17.5 10.7 23.0 11.0
b (2.56) (2.97) (6.03) (3.86) (4.88) (3.28) (13.63) (7.29)
Continued-
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Table2
TheReturnstoEducationbyLev.elandCountryType
Country
Type
PrivateReturns SocialReturns
No.of
CountriesPrimary Secondary Higher PrimarySecondary Higher
educationeducationeducationeducationeducationeducation
Percentages
beingside-stepped.Firstly,the percentageof developmentexpendituredevoted
to scholarshipshasdeclinedconsiderablyoverthelastdecadefromanaverageof
eightpercentfor all theprovincesto aboutfourpercent(TableI). Secondly,the
levelof subsidyfor publiceducationis currentlywellover90 percentand,asis
evidentfromtheratiosof receiptsto expenditure,it hasbeenrisingoverthelast
decade.
Giventheindependentestimatesof unitcost(Le.costperstudent)andthe
1980-81receiptstructureby level,weestimatedthelevelof subsidyby province.
ThesubsidystructurethatemergesfromthisisshowninTable3.
Theseestimatesremainintendedsubsidiesuntilit canbeascertainedthatthe
receiptstructuregivenin Table3 wasactuallyappliedto studentsenrolledat
differentlevels. On beingableto find dataon provincialgovernmentreceipts
actuallycollectedanddividingtheseby totalallocations,weestimatedtheimplicit
subsidiesfor somelevelsof education(Table4). Theimplicitsubsidiesappeartobe
veryclosetothosepresentedinTable3.
Not onlyisthelevelofsubsidyhigh,buteventheactuallycollectedreceiptsas
percentageof collectablereceiptswerequitelowin 1981.Completedatawerenot
availableforBaluchistan'sreceiptstructure,butif weassumeit tobethesameasthat
for the NWFP,thenour calculationsshowthat in thatprovince,94 percentof
thecollectabler ceiptswereactuallycollected.
Withspecifiedwelfarecriteria,it maybepossibleto showthatsuchanon-
discriminatoryeceiptstructure(acrossincomegroups)is inequitable- especially
at thehigherlevels- giventhetax-incidenceof overallgovernmentexpenditure.
Wesuggestthatsuchahighlevelofpublicsubsidyatalllevelsforallstudentsmaybe
an unjustifiableburdenon thebudgetof a developingcountry.To sustainthe
systemas it is maybepossible,butto makequalitativeimprovementswouldbe
extremelydifficultunderthesecircumstances.It maythereforebehightimeto
reversetheprocessof increasedsubsidizationa dto recovermoreof theexpenditure
throughaselectivelyappliedusercharge(Le.someformofmeanstest).
I
L~
Sources: For unit cost,see[6,p. 181].For totalreceipts,seeGhafoor[2,Annex.5].
Notes: aIn calculatingintendedsubsidy,wehaveassumedthatcostsperstudentareidentical
acrossprovinces.Separatestimateswerenot available.
bAverageof middleandhighschools.
CAverageof B.Sc. Engineering and M.B.B.S.
(1)Figuresin parenthesesrepresentsubsidiesin percentages.
(2)We haveincludedonly receiptslike admissionandtuition feesthatwouldordinarily
apply to all students. Thus, feesapplyingto hostels,transport,field work, degree
duplicationand re-admissionare excluded. This procedureoverstatedthe intended
subsidyby a smallamount.
(3)At the highereducationlevel,thereceiptsacrossdifferentfieldsof specializationare
averaged.This implicitlyassumese<j.ualenrolmentacrossthe fields. This introduces
only smallinaccuraciesin our calculations inceat anygivenlevelthereceiptratesare
quitesimilar.
Poor (22) 29 19 24 27 16 13
Intermediate (8) 20 17 17 16 14 10
Rich (14) - 14 12 - 10 9
Source: [12]
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Table3
Costs,ReceiptsandIntendedSubsidiesperStudent
byLevelofEducationandProvince
(Rupees)
Levelof Costper ReceiptsperStudent
Education Studenta
Punjab Sind NWFP Baluchistan
1. Primary
(i) Squatting 250 1.44 6.00 6.00 1.94
(99) (98) (98) (99)
(ii) WithFurniture 470 1.44 6.00 6.00 1.94
(100) (99) (99) (100)
2. Secondaryb 1056 21 12 43.40 13.75
(98) (99) (96) (99)
3. Intermediate 2275 214.90 162.6 195.33 171
(91) (93) (91) (92)
4. Degree 2950 240.25 187.25 210.25 206.00
(92) (94) (93) (93)
5. Technical
(i) Diploma 7000 194 154 130 125
(97) (98) (98) (98)
(ii) DegreeC 17000 371 341.96 527.5
(98) (98) (97)
6. University 15200 345.25 381.25 325
(98) (98) (98)
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V. EFFICIENCYOF THE PROVINCIALEDUCAnON SYSTEMS
In attemptingto assesstheefficiencyof theeducationalsystem,oneisfaced
withcertaindifficultiesandproblems.Thelackof a standard,gearedto apartic-
ular socio-economicand culturalcontextandcapableof makingit possibleto
measureperformance,is amajorproblem.Althoughthecostsareidentifiable,the
differencesin thecostsof deliveryin differentsettingsmakeit difficulttocompare
outputperunitexpenditure.Apartfromthat,themeasurementof qualityinpurely
quantitativetermsis problematic.Finally, thereis the problemof efficiently
generatinganoutput,whichmaybealreadyin excessupplyin thecontextof the
largersocialperspective.Undauntedbythesecomplexproblems,wedevisedsome
crudemeans,withthehelpof theavailabledata,of tacklingtheissueofbothadminis-
trativefficiencyandefficiencyof reosurceuse.
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(a) UtilizationRates
Theutilizationof allocatedresourcescanbereflectiveof theperformanceand
administrativeefficiencyof aneducationalsystem.Our findingisthatutilization
rateshavebeenfairlyhighandhaveimprovedintheplanperiodsinalltheprovinces.
Themostimpressiveperformancehasbeenthatof Baluchistan.In fact,becauseof
reallocations,itsactualexpenditure,onaverage,isabout30percentmorethanthe
initialallocation.Thisresultcouldbedueto politicalcompulsionsthathavemade
recentgovernmentsawareof theneedtodeveloptheleastdevelopedregions.Politi-
calpressureof a differentnaturemaybe operativein causingreallocationat the
higherlevelof education,sinceexpenditureexceedstheallocationattheuniversity
levelbyagreateramountthanatanyotherlevelof education.
Also notableis the Punjab'srelativelylow utilizationat theprimarylevel,
whichactuallydropped.Itsperformanceinsecondaryeducationimprovedmarginal-
ly. However,itsutilizationrateremainedaround80percent,whichwasbelowthe
levelof 90 percentor morefor correspondingeducationallevelsin theother
provinces.Butfortechnicaleducationandcollegeducation,thisimprovementwas
moreimpressiveinthePunjabthanintheotherprovinces.
(b) Institution-ExpenditureRelationships
Havingobservedhighutilizationrates,wenowtry todeterminehowfarthese
highrateshavebeenreflectedin theincreasednumbersof institutions.On the
assumptionthatthequalityof serviceavailabilityiseverywheresimilar,it ispossible
to comparetheexpenditure-institutionratiosof thefourprovinces.Usingasimple
linearegressionmodel,weattemptedtoestimatewhetherchangesinthenumberof
primary-andsecondary-levelinstitutionsaresignificantlyexplainedby variationsin
expenditureattheselevels.
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VI. POLICY RECOMMENDAnONS
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Regressinga changein institutionson expenditureandlaggedexpenditure,
we foundthatfor agivenunitexpenditureattheprimaryschoolevel,thePunjab
produced33 institutions,Sihd31,andtheNWFP26 institutions.Theresultfor
Baluchistanwasnot significant.At thesecondarylevel,thePunjabproduced13,
Sind9,andBaluchistan10'institutions.TheresultfortheNWFPwasnotsignificant.
The combinedresulthowevershowedBaluchistangeneratingthegreatestnumber
of institutionsperunit expenditure.Theseresultsneedto becautiouslyaccepted
becauseof thelikelydifferencesin thenatureof bothcostsandoutputbetween
differentprovinces.
Hence,theperformanceandefficiencyof educatonalexpenditureareshown
bythreeindicators,viz.ratioof collectedreceiptsto collectablereceipts,thedevel-
opmentexpenditureutilizationratesandthe institution-expenditurerelationship,
The abilityof aneducationalsystemto enrolstudents,preventdrop-outsandto
graduatethemis alsoreflectiveof itsefficiency.However,theseissuesconcernthe
demandsideof education,whereasexpenditureis a supply-sidephenomenon.In
anotherstudywhichis in progress[4],wehaveshownthatprimaryschoolsareun-
ableto retaintheirstudentsowingto bothdemand-andsupply-sideconsiderations.
Thus,forexample,bothstudent-teacherratiosandpercapitafarm-sectorrealincome
provedtobehighlysignificantvariablesinpreventingdrop-out.
Probablyour mostimportantrecommendation,basedon UNESCOrecom-
mendationsandcomparisonswithotherSouthAsiancountries,isthatmorefunds
shouldbeallocatedtopublic-sectoreducation.However,wewouldalsosimultaneous-
ly recommendthatmoreof thisexpenditureshouldberecoveredfor reinvestment
fromthosestudentswhosefinancialbackgroundwouldclearlydisqualifythemfora
subsidy.Finally,wesuggestthatthesubsidyshouldbeaimedatprimaryandsecond-
aryeducation.Theindirectcostsof education(i.e.theopportunitycostofkeeping
childrenin school)area moreimportantobstacle.Thesecouldbedealtwithby
linkingmechanismssothatqualificatonfor equity-orientedgovernment-allocation
of creditor otheragriculturalinputsispartlylinkedto thenumberof school-going
childrenactuallyin school.Thedirectcostsaremoreeasilydealtwithbyselectively
waivingreceiptsthataredueandprovidingsubsidizedbooksanduniforms.
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Commentson
"An Assessmentof thePrioritiesandEfficiencyof Pakistan's
PublicSectorEducationalExpenditure"
Theauthorsmayperhapsbereassuredto learnthat,asI amateacher,educa-
tionisasubjectdearto myheart.Unfortunately,I canlaynospecialclaimtoany
knowledgeof theeconomicsof education.I would,therefore,requestthemnotto
interpretthefewwordsandremarksI willbemakingasanyreflectiononthequality
of thedata. I intendratherto higWightsomeof myowndifficultiesasI havetried
to interprettheirexercise.My chieftrouble,on firstreadingthepaper,beganwith
my inabilityto find anadequatecorrespondenceb tweenthehopesraisedby the
titleof thepaperandthecontentsof thepaper. It appearsto methatthisfirst
difficultycouldberesolvedmoreeasilyby modifyingthetitleof thepaperthanby
changingitscontents.OnetitlethatI foundappropriateisasfollows:A Reviewof
Pakistan'sPublicSectorEducationExpenditure.I amsurethattheauthorswould
comeupwithevenamoreappropriateitle. Inanycase,I donotthinkthenarrower
andperhapsharperfocussuggestedby theexistingtitlehasbeenadequatelytaken
careof in thepaper.
The paperdoesprimarilyprovidea reviewandI haveno quarrelwiththis
vitalobjective.I wasnothappytolearnthattheauthorspartlysharethisfirstdiffi-
culty. Theystate,"In general,thecriteriawehaveusedtomeasureperformanceare
simultaneouslyinternalandcomparative".However,theclosingsentenceof the
sameparagraphreads:"Theproblemwiththisinternalcriteriaisthelackofastand-
ardby whichtoassessefficiency".It maybethatI havemisunderstoodtheauthors'
intendedmeaningtherebecauseI hadacertaindifficultyonthisscore.I standtobe
corrected.My previousremarkmayhavemadeit clearthattheauthorsproposedto
employtwocriteriato assesstheefficiencyof resourcesusedin education.These
aretheinternalandthecomparativecriteria.Theauthors'internalcriterionconsists
in lookingattheutilizationratiosof theexpendituresallocatedto variouslevelsof
education.As the authors,too, arefully aware,theseutilizationratioscannot
measurefficiencyof theresourcesused.Thisisnotto implythattheseratiosare,
therefore,useless.A comparisonof theseratiosmayperhapsuggestsomething
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aboutthe relativeprioritiesand/orthe difficultiesencounteredin spendingthe
moneyallocatedto differentlevelsof education.I amnotsure,however,abouthe
authors'claimthattheseratiosmeasureadministrativeefficiency.Thislatterissue
andthismeasurementshouldmoreappropriatelybeleftto thestudentsofadminis-
trativescience.
Let usnowturntotheauthors'comparativecriterion.Thishasbeendescribed
asconductinganinter-provincialnalysis.Themeaningof thiscriterionbecomes
clearonly towardsthe endof thepaperin a sub-sectionentitled"Institutions-
ExpenditureRelationship".Here,theauthorsregresschangesin thenumberof
institutionsonwhattheysomewhatinappropriatelydescribeasdevelopmentexpendi-
tureon education.Whattheymeanby developmentexpenditureismoneyspent
on thephysicalinfrastructureof education,viz.building,furnitureandlaboratory
equipment.Theregressioncoefficientsobtainedarethentakenasameasureofeffi-
ciencyof theresourcesused. I amafraidthatthisis akindof regressionexercise
withwhichI wouldpickupaquarrelbecauseit is frequentlyasubstituteformore
carefuleconomics.Admittedly,theauthorsreferto theregressioncoefficientsas
a crudemeasureof efficiencybecausethequalityacrossinstitutionsmaynotbe
thesame.I thinkthisproblemissufficientlyseriousto deterusfromcarryingout
suchan exercise.In addition,it maybe pointedout thatapartfromquality
differentialsinthephysicalinfrastructureof institutions,thereisalsothequestionof
differencesin theirsizes.In fact,I thinkthatif thesequalityandsizedifferentials
had not existed,1wouldnotexpectanysignificantdifferencesin theregression
coefficientsacrossprovinces.Thesecoefficientswouldbedeterminedbythecost
of thephysicalinfrastructurewhosepricesacrossprovincescouldnotbetoodifferent.
Thesecoefficientswouldsimplymeasurethe unit costof institutionsat various
levels.It is myfeelingthattheauthorshavebeenabit toobraveinsuggestingthat
thesecoefficientsmeasurefficiency,but onceagainI amnotanexperton such
mattersandI couldbewrong.
Havingstatedmydifficultieswiththeauthors'criteriaonefficiency,I maybe
expectedto offeranalternativecriterion.I amacutelyawarethatintryingtomeet
thisexpectation,I assumethealmostcertainriskof beingwrongmyself.Butmy
intuitionsuggeststhat onewaymaybe to measurenot the privatereturnsto
educationbutthereturnsto privateindividualsof totaleducationalexpenditureper
capita.A moreambitiousandthereforeunrealizabletaskwouldbeto measurethe
socialreturnsto total educationalexpenditureper capitafor variouslevelsof
education.
Thereis a greatdealmorein thispaperthatmeritsdetailediscussionbutI
will restrictmyselfto one lastremark. In an attempto measurethelevelof
intendedsubsidyby thelevelof publicsectoreducation,averyusefulexercisein
itself,theauthorshaveattemptedto measuretheunitcostofeducationatdifferent
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levels,viz.university,secondaryandprimary.Theyhavemeasuredit by dividing
thetotalexpenditureat differentlevelsby enrolmentsat thoselevels.Thetotal
expenditure,unfortunately,appearsto includeboththecostsof fixedinvestment
andtherecurringexpenditure.I wouldliketo pointout thatit wouldbemore
appropriateousenotthetotalcostof fixedinvestmentbutonlyrecurringcosts.
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